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INSTRUCTIONS TO CANDIDATES: 
 This question paper consists of 7 pages. Please ensure that you have all pages. 
 You are allowed 180 minutes to answer this question paper. 
 All answers in Sections must be written on the answer sheets provided. Answers or notes written on the 
question paper will not be submitted for marking. 
 Silent, non-programmable calculators may be used, unless otherwise instructed. 
 Where applicable, show all calculations clearly. 
 Answers, on the answer sheet, with Tippex or in pencil will not be marked. 
 Scratch out open spaces and empty pages. 
 Number the pages of your answer sheets and hand in ALL answer sheets. 
 No candidate is permitted to leave the examination hall in the last fifteen minutes of the assessment 
opportunity period. 
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SECTION A                      [50 marks] 
 
QUESTION 1                      (15 marks)  
 
SD acquired 60% of the 1 million R1 ordinary shares of KL on 1 July 2016 for R3,250,000 when 
KL’s retained earnings were R2,760,000. The group policy is to measure non-controlling interests 
at fair value at the date of acquisition. The fair value of non-controlling interests at 1 July 2016 
was R1,960,000. There has been no impairment of goodwill since the date of acquisition.  
 
SD acquired a further 20% of KL’s share capital on 1 March 2017 for R1,000,000.  
 
The retained earnings reported in the financial statements of SD and KL as at 30 June 2017 are 
R9,400,000 and R3,400,000 respectively.  
 
KL sold goods for resale to SD with a sales value of R750,000 during the period from 1 March 2017 
to 30 June 2017. 40% of these goods remain in SD’s inventories at the year-end. KL applies a 
mark-up of 25% on all goods sold.  
 
Profits of both entities can be assumed to accrue evenly throughout the year. 
 
 
 
 
QUESTION 2 (10 marks) 
 
RBE owns 70% of the ordinary share capital of DCA. The total group equity as at 31 December 
2016 was R4,000,000, which included R650,000 attributable to non-controlling interest.  
 
RBE purchased a further 20% of the ordinary share capital of DCA on 1 October 2017 for R540,000.  
 
During the year to 31 December 2017, RBE issued 2 million R1 ordinary shares, fully paid, at R1.30 
per share.  
 
Dividends were paid by both group entities in April 2017. The dividends paid by RBE and DCA were 
R200,000 and R100,000, respectively.  
 
Total comprehensive income for the year ended 31 December 2017 for RBE was R900,000 and for 
DCA was R600,000. Income is assumed to accrue evenly throughout the year. 
 
 
 
Required: 
 
(a) Calculate the amounts that will appear in the Consolidated Statement of Financial Position 
of the SD Group as at 30 June 2017 
 
I. Goodwill (4 marks) 
II. Consolidated retained earnings (6 marks) 
III. Non-controlling interest (5 marks) 
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QUESTION 3 (15 marks) 
 
Holmes Ltd is a company listed on the Johannesburg AltX and has the following retained profit for 
the year ended 31 December 2016. 
 
 R R 
Profit before tax  2,530,000 
Income tax expense  (1,127,000) 
  1,403,000 
Transfer to reserves   (230,000) 
Dividends paid in the period:   
      Preference share dividends 276,000  
      Ordinary share dividends 414,000  
  (690,000) 
    483,000 
   
 
On 1 January 2016 the issued share capital of Holmes Ltd was 4,600,000 6% irredeemable non-
cumulative preference shares of R1 and 4,120,000 ordinary share of R1 each. 
 
Each of the two circumstances 3(a) and 3(b) are two be dealt with separately. 
 
 
Required: 
 
(a) Explain the impact of the additional 20% purchase of DCA’s ordinary share capital by 
RBE on the equity of the RBE Group.  (3 marks) 
 
(b) Calculate the following balances to be included in the statement of changes in equity 
for the year ended 31 December 2017 
I. Total comprehensive income for the year (5 marks) 
II. Adjustment to equity (2 marks) 
 
 
Required 
 
(a) Calculate the earnings per share (on basic and diluted basis) in respect of 31 
December 2016 on the basis that there was no change in the issued share capital 
of the company during the year ended 31 December 2016.  (5 marks) 
 
(b) Calculate the earnings per share (on basic and diluted basis) in respect of 31 December 
2016 on the basis that the company made a rights issue of R1 ordinary shares on 1 
October 2016 in the proportion of 1 for every 5 shares held, at a price of R1,20. The 
market price for the shares at close of trade was R1,78 per share.        (10 marks)                                                   
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QUESTION 4 (10 marks) 
MLR granted 100 share appreciation rights (SARs) to each of its 500 employees on 1 January 2015.  
Employees must remain employed by MLR for 3 years from the grant date to be eligible to exercise 
the rights on 1 January 2018. All rights will be settled in cash. The fair value of each share 
appreciation right was R8 on 1 January 2015, R9 on 31 December 2015 and R11 on 31 December 
2016. 
 
In the year ended 31 December 2015, 20 employees left MLR and at that date it was expected 
that a further 50 would leave over the following two years. In the year ended 31 December 2016, 
15 employees left MLR and a further 18 were expected to leave the following year. 
 
 
 
 
End of Section A 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Required 
 
(a) Prepare the journal entry required to account for the SARs in the financial statements of 
MLR for the year to 31 December 2016, in accordance with IFRS 2 Share-based Payment.
   (10 marks) 
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SECTION B                      [50 marks] 
 
QUESTION 5 (10 marks) 
 
RD operates in Country A and has established the A$ as its functional currency. 
 
RD acquired a piece of machinery from an overseas supplier at a cost of B$5 million on 20  
November 2015. The invoice remained unpaid at the year ended 31 December 2015.  
 
Relevant exchange rates (where A$/B$ 2.00 means A$1 = B$2.00) are: 
20 November 2015 A$/B$2.00 
31 December 2015 A$/B$2.15 
 
 
QUESTION 6          (15 marks) 
 
The following information was extracted from a company listed on the JSE: 
 
 Rand Return (Market related) 
   
Issued equity   
6 000 000 ordinary shares R3 000 000 16% 
1 000 000 11% non-cumulative preference shares R3 000 000 6% 
3 000 000 16% cumulative preference shares R6 000 000 13% 
Issue debt and long term loan:   
1 000 000 10% bonds R2 000 000 2% 
12% Long term loan R3 000 000 10% 
   
 
Required: 
(a) Give two suggestions that the company can implement to improve performance by 
altering its capital structure. Motivate your suggestions.                        (5 marks) 
 
(b) Rank the capital instruments of the company in order of riskiness and briefly comment 
on whether the returns on the instruments are actually representative of the risk profiles.  
                                                                                                      (10 marks)         
 
 
 
 
 
 
Required: 
 
(a) Explain how RD would have established the A$ as its functional currency. (5marks) 
 
(b) Calculate the amounts to be included in the financial statements of RD for the year 
ended 31 December 2015 in respect of the above transaction. (5 marks) 
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QUESTION 7 (25 marks) 
 
QuickPay (Pty) Ltd is a well-established fashion manufacturer and retailer which sells fashionable 
merchandise at reasonable prices. Quickpay creates value for its customers through lower margins 
on high fashionable clothes. The company operates over 400 stores and 20 plants across South 
Africa employing over 3 000 people. 
 
On 1 January 2015, QuickPay decided to increase its gross profit margin from 7% to 20% in order 
to boost profits. 
 
You are a specialist in the field of finance and the Financial Director approached you for advice. 
He feels that the company is not profitable enough, and would appreciate any advice that you can 
provide. You received the following extract from audited financial information (for the year ended 
31 December 2015 from the Financial Director: 
 
QuickPay (Pty) Ltd 
Statement of financial position as at 31 December 2015 
 2015 2014 
 R’000 R’000 
ASSETS   
Non-current assets   
Property, plant and equipment 1 296 000 1 137 000 
Current assets   
Cash and bank 11 000 15 000 
Inventory 105 000 60 000 
Receivables 72 000 108 000 
Total assets 1 484 000 1 320 000 
   
EQUITY AND LIABILITIES   
Equity   
Share capital 500 000 500 000 
Retained earnings 614 000 340 000 
Non-current Liabilities   
Long term loan (9%) 300 000 380 000 
Current liabilities   
Trade payables 60 000 88 000 
Short term borrowings (15%) 10 000 12 000 
Total equity and liabilities 1 484 000 1 320 000 
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QuickPay (Pty) Ltd 
Statement of comprehensive income for the year ended 31 December 2015 
 2015 2014 
 R’000 R’000 
Revenue ????? ????? 
Cost of sales ????? ????? 
Gross profit 1 537 000 1 114 000 
Operating expenses 959 000 696 000 
Profit before finance charges and taxation 578 000 418 000 
Finance charges 55 000 80 000 
Profit before tax 523 000 338 000  
Taxation 159 000 101 000 
Profit for the year 364 000 237 000 
 
After scrutinising the information, you arranged a meeting with the Managing Director and learned 
the following: 
 
1. Inventory and trade receivables are at levels that could be considered average for the year. 
Inventory opening balance on 1 January 2014 was R65 000 000. All inventory purchases are 
made on credit. 
 
2. The directors consider debt that is not interest bearing to be part of assets. 
 
3. Only 20% of revenue is for cash, it is QuickPay’s policy to collect receivables within 7 days. 
 
4. During 2015, the directors of QuickPay declared and paid a dividend to shareholders. 
 
5. Increase in property, plant and equipment is due to additions to the manufacturing plant. 
 
6. The following industry norms are relevant: 
 Receivables collection period 15 Days  
 Payables payment  period 30 Days 
 
 
Required: 
(a) Discuss the performance of QuickPay from 2014 to 2015, with reference to relevant 
financial ratios. Where you deem it appropriate, make suggestions for improvements.  
Your discussion should focus on: 
I. Debt management                                                                (6 marks) 
II. Liquidity                                                                              (4 marks) 
III. Efficiency                                                                            (14 marks) 
IV. Presentation                                                                         (1 mark) 
 
 
End of Section B 
